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CASES, REGULATIONS AND STATUTES
by Robert P. Achenbach, Jr.
BANKRUPTCY
FEDERAL TAX     -ALM § 13.03[7].*
DISCHARGE. The debtor had served as executor to a
decedent’s estate which had failed to fully pay federal estate
taxes due to the acts and omissions of the debtor. The IRS
sought to have the estate taxes declared nondischargeable under
Section 523(a)(4) as resulting from defalcation by the debtor
committed while serving as a fiduciary. The debtor argued that
the Section 523(a)(4) exception to discharge did not apply
because the debtor owed no fiduciary duty to the IRS. The
court held that, under Tex. Probate Code § 37, an executor
owes a fiduciary duty to an estate’s creditors, including the
IRS; therefore, the estate taxes owed as a result of the debtor’s
actions as executor were nondischargeable. In re Tomlin, 266
B.R. 350 (N.D. Tex. 2001).
The taxpayer plead guilty to conspiracy to evade taxes by
transferring income to an overseas corporation. After the
conviction and amendment of the tax returns, the debtor
continued to attempt to evade payment of the taxes involved by
transferring assets to family members and using the proceeds of
asset sales to make speculative investments which failed. The
court held that the plea of guilty to conspiracy to evade taxes
and the failure to pay the taxes while having sufficient assets to
pay the taxes was sufficient to make the taxes nondischargeable
for willful attempt to evade taxes under Section 523(1)(1)(C).
In re Summers, 266 B.R. 292 (Bankr. E.D. Pa. 2001)
ESTATE PROPERTY . The debtors received a payment
from the IRS as part of the EGTRRA 2001 advance refund
checks mailed to taxpayers resulting from the retroactive
reduction of the lowest tax bracket to 10 percent. The debtors
filed their Chapter 7 petition in February 2001. The court ruled
that the payment represented a refund of 2001 taxes taxes. If
the funds are less than or equal to the tax  liability, it would be
characterized as a refund and a pro rata share would go to the
bankruptcy estate. If the debtors' 2001 tax is less than the post-
petition refund amount, all of the refund check is to be returned
to the debtors.  In re Lambert, 2002-1 U.S. Tax Cas. (CCH) ¶
50,317 (Bankr. D. Or. 2002).
PREFERENTIAL TRANSFERS. The Chapter 7 debtor
owed delinquent child support payments and had filed for a
refund on the debtor’s income tax. The IRS withheld the refund
and paid it to the county Child Support Enforcement Agency
which paid the amount to the debtor’s former spouse. The
Chapter 7 trustee sought recovery of the refund as a preferential
transfer. The IRS argued that the refund was exempt from
preferential transfer status under Section 547(c)(7) as a child
support payment. The trustee argued that the exception in
Section 547(c)(7)(A) applied because the child support
payment was essentially assigned to the county agency. The
court held that, under Ohio law, the child support agency
functioned only as a trustee for the former spouse and children
in collecting and distributing child support payments; therefore,
no assignment occurred and the payment of refund to the
agency was not a preferential transfer. In re Sanks, 265 B.R.
566 (Bankr. N.D. Ohio 2001).
CONTRACTS
BREACH. The defendants entered into a lease/purchase
agreement to acquire a ranch owned by the plaintiffs. The
contract included the leasing of cattle owned by the plaintiffs.
A dispute arose from a claim by the defendants that there was
insufficient hay on the property to feed the cattle through the
wint r. The plaintiff filed suit to recover unpaid rent and for
sp cific performance of the purchase contract. The defendants
counterclaimed for the cost of replacement feed and for
damages caused by misrepresentations by the plaintiffs and
their real estate agent as to the quantity and quality of the
property. The court held that the claim for misrepresentation
was properly dismissed by the trial court because the
defendants had made an inspection of the property and failed to
object to any of the inconsistencies between the plaintiffs’
description of the property and the actual condition of the
property. The court held that the defendants did not reasonably
rely on the representations of the plaintiffs and their agent.
Other claims were held not to be false, either because of the
evidence presented by the plaintiffs or the failure of the
defendants to prove the claims false. The jury had found that
the lease/purchase contract was only a lease; therefore, the
plaintiffs suit for specific performance was denied. The court
noted that the parties disagreed on several aspects of the
purchase terms of the contract; therefore, specific performance
was not appropriate since the court could not determine the
extent of the performance required by the contract. Dewey v.
Wentland, 38 P.3d 402 (Wyo. 2002).
FEDERAL AGRICULTURAL
PROGRAMS
CROP INSURANCE . The FCIC and the FSA have adopted
as final regulations providing procedures for federal crop
insurance program participant appeals of adverse decisions
60 Agricultural Law Digest
*Agricultural Law Manual (ALM).
made by the Risk Management Agency. 67 Fed. Reg. 13249
(March 22, 2002), adding 7 C.F.R. §§ 400.90–400.97.
PERISHABLE AGRICULTURAL COMMODITIES
ACT. The plaintiff sold agricultural commodities to a PACA
licensed produce handler. The handler had experienced
financial difficulties and negotiated with a lender to continue a
line of credit by assigning all accounts receivable to the bank.
The bank was aware of the handler’s financial difficulties
because several checks were returned for insufficient funds.
The plaintiff sought to enforce the PACA trust against the bank
as holder of the trust assets in breach of the PACA trust. The
bank argued that the bank was a bona fide purchaser of the
accounts and not subject to the PACA trust. The court held that
the bank was not a bona fide purchaser of the accounts
receivable because the handler remained liable on the accounts
if they were not paid and the bank did not give any additional
consideration for the accounts but merely applied them to pre-
existing debt. The court held that the bank had constructive, if
not actual, notice of the PACA trust and that the bank breached
the trust by retaining the proceeds of the accounts receivable
while the plaintiff went unpaid. Overton Distributors, Inc. v.
Heritage Bank, 179 F. Supp.2d 818 (M.D. Tenn. 2002).
TOBACCO . The CCC has adopted as final regulations which
amend the tobacco marketing quota regulations at 7 C.F.R. part
1464 to require burley tobacco producers to designate where
they will sell their tobacco in order to qualify for price support
and marketing cards.  Currently only flue-cured tobacco
producers, as a condition of price-support, must designate
where they will market their tobacco. 67 Fed. Reg. 15097
(March. 29, 2002).
FEDERAL ESTATE AND GIFT
TAX
ESTATE TAX . The decedent was predeceased by a spouse
whose estate was less than $600,000, resulting in no federal
estate tax. The decedent received all of the predeceased
spouse’s estate and had an estate tax liability of just over
$100,000. The decedent’s estate argued that the estate tax was a
violation of the equal protection rights because the combined
estates were less than $1,200,000 and the decedents’ estates
were unable to completely use the unified credit to avoid estate
tax. The estate claimed that the decedents did not have the
education to be aware of the estate planning available which
would have reduced their estate taxes. The court noted that the
estate failed to prove that the decedents were unaware of the
potential estate planning savings and held that the imposition of
the estate tax was not a constitutional violation. Estate of
Koester v. Comm’r, T.C. Memo. 2002-82.
GIFTS. The taxpayer invested in timberland and formed a
limited liability company to own and manage the properties.
The taxpayer contributed the timberland, cash and securities to
the LLC in exchange for voting and nonvoting stock. The LLC
agreement provided that LLC members could not transfer,
assign, convey, sell or encumber their interests without prior
consent of the LLC manager, the taxpayer. The taxpayer made
a series of annual gifts of voting and nonvoting interests in the
LLC to the taxpayer’s children and claimed the annual
exclusion for each of the gifts. The court held that the gifts
were not eligible for the annual exclusion because the gifts
were not present interests in property since the donees could
not transfer, assign, convey, sell or encumber their interests.
The court also noted that the LLC was projected to receive only
net losses for many years during the growth of new trees and
that the LLC agreement made distributions of any income
discretionary with the taxpayer as manager, thus making any
economic benefit to the gifted interests only a future interest
with uncertain benefit. An article by Roger McEowen on this
case will appear in a future issue of the Digest. Hackl v.
Comm’r, 118 T.C. No. 14 (2002).
GROSS ESTATE. The decedent’s predeceased spouse’s will
passed property to a trust for the decedent with the decedent as
trustee and a general power of appointment over the trust
corpus. The trust was funded with 41 percent of the stock of a
corporation owned by the predeceased spouse and the decedent
owned 50 percent of the stock in the same corporation. The
court held that the stock in the trust had to be aggregated with
the decedent’s own stock for purposes of valuing the stock for
estate tax purposes. The court said family attribution was not
relevant and distinguished Mellinger v. Comm’r. Estate of
Fontana v. Comm’r, 118 T.C. No. 16 (2002).
TRUSTS. The taxpayer was the current life income
beneficiary of a trust established by the taxpayer’s deceased
spouse. The remainder holders were the taxpayer’s two
children and two grandchildren. The trust provided for
distribution of trust corpus at the death of the taxpayer;
however, the taxpayer wanted to disclaim any further interest in
the trust but only if no gift or income tax liability was incurred
by the taxpayer. The parties obtained a probate court order
amending the trust to allow for the disclaimer and the payment
to the taxpayer from the trust of an amount equal to the gift and
inc me tax incurred as a result of the disclaimer. The IRS ruled
the value of the gift resulting from the disclaimer was the fair
market value of the taxpayer’s income interest, based on the
taxpayer’s life expectancy under I.R.C. § 7520, less the amount
of money received by the taxpayer for the gift and income
taxes. Ltr. Ruls. 200210018, 200210018, Nov. 28, 2001.
The taxpayers formed a trust and transferred the income from
the taxpayer’s businesses to the trust. The court held that the
trust was a sham and that the trust income was properly
attributed to the taxpayers personally. United States v. Engels,
2002-1 U.S. Tax Cas. (CCH) ¶ 50,306 (N.D. Iowa 2001),
aff’g on rehearing, 2001-2 U.S. Tax Cas. (CCH) ¶ 50,723
(N.D. Iowa 2001).
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FEDERAL INCOME
TAXATION
CHARITABLE DEDUCTION . The IRS has announced
that, as a result of the September 11, 2001, terrorist attacks, it
has relaxed the substantiation requirements for certain
charitable contribution deductions. Taxpayers who made
charitable contributions of $250 or more after September 10,
2001, and before January 1, 2002, have until October 15, 2002,
to obtain the required written acknowledgement from charities
or get evidence of a good-faith effort to obtain it. No ice 2002-
25, I.R.B. 2002-15.
CASUALTY LOSS . The taxpayer and spouse suffered
damage to their residence condominium from an earthquake.
The taxpayer claimed a casualty loss in 1994 for damage
assessments made by the condominium association and also
claimed a casualty loss in 1995 for the cost of repairs.
However, the taxpayer provided evidence of only a repair cost
estimate but no evidence of any actual repairs. The taxpayer
also did not provide any evidence of the value of the condo
before and after the earthquake. The court held that the 1995
casualty lost deduction was not allowed for lack of
substantiation. Schmidt v. Comm’r, T.C. Summary Op.
2002-23.
DEPRECIATION . I.R.C. § 263A(e)(2)(A) states that a
taxpayer electing out of the preproductive period capitalization
rules is subject to alternative depreciation. Section 168(k)(1)(C)
of Pub. L. 107-147 makes property subject to alternative
depreciation ineligible for the 30 percent allowance except for
the reference to Section 168(g)(7) which is  made inapplicable -
- that is what makes property subject to an election as to a class
of property (subject to an election as to a class of property)
subject to alternative depreciation. Therefore, where a taxpayer
has made an election under Section 168(g)(7), the property
should be eligible for the 30 percent allowance. Of course,
those subject to alternative depreciation are ineligible for the 30
percent depreciation election. Neil Harl.
The IRS has issued a revenue procedure which provides a
safe harbor method of accounting for the cost of original and
replacement tires for certain vehicles (original tire
capitalization method) used in various business activities.
Under the original tire capitalization method, a qualifying
vehicle's tires are treated as part of the vehicle and not as
separate assets. In addition, under the original tire capitalization
method, the rotation of a tire from one vehicle to another (for
example, from a tractor to a trailer) is not treated as a change in
use within the meaning of I.R.C. § 168(i)(5). A taxpayer that
uses the original tire capitalization method described in this
section must use this method for the original and replacement
tires of all of its qualifying vehicles. To use the new safe
harbor, the taxpayer must use the same depreciation method,
recovery period and convention applicable to the vehicle on
which first installed, treat the original tires as being disposed of
when the vehicle is disposed of and deduct the replacement
tires as an expense. The procedure also provides a method for
obtaining automatic consent of the IRS for changing to the
original tire capitalization method. Rev. Proc. 2002-27, I.R.B.
2002-__.
DISASTER PAYMENTS . The taxpayers were farmers in
the Klamath Basin in Oregon and California whose irrigation
water was denied during 2001 by order of the Department of
he Interior in order to protect wildlife during the 2001 drought.
The U.S. Congress appropriated money to compensate the
farmers for the loss of crops resulting from their inability to use
the ir igation water.  The IRS ruled that the taxpayers could
include the payments on their 2002 income tax returns if they
can es ablish that, under their practice, income from irrigated
crops that would have been grown during 2001 would be
reported in a following taxable year. The IRS also ruled that the
taxpayers could treat the payments as farm income for purposes
of the farm income averaging rules. CCA Ltr. Rul.
200213026, Feb. 22, 2002.
DISCHARGE OF INDEBTEDNESS. The taxpayer had
borrowed money on the taxpayer’s residence in California. The
taxpayer defaulted on the loan and the house was sold at
foreclosure. /the lender received the proceeds of the sale and
discharged the remaining indebtedness. The lender filed out a
Form 1099-C and sent it to the taxpayer at the former residence
address. The taxpayer did not receive the Form 1099-C because
the taxpayer had moved to Texas. The taxpayer argued that no
discharge of indebtedness occurred because the taxpayer did
not receive the Form 1099-C. The court rejected this argument
because the discharge of indebtedness occurred upon the
lender’s decision not to seek payment of the loan deficiency.
The taxpayer also claimed that the taxpayer was insolvent at
the tim  of the discharge; however, the taxpayer did not
provide proof of the taxpayer’s assets and liabilities at the time
of the discharge. The court held that the taxpayer was not
eligible for the insolvency exception for lack of proof of
ins lvency. Rinehart v. Comm’r, T.C. Memo. 2002-71.
The taxpayer was a lender which had attempted to collect on
debts owed to it; however, the taxpayer failed to fully comply
with state law on providing notice to debtors. The debtors filed
a lawsuit and the parties reached a settlement agreement which
provided for repayment of the money collected under the
improper notices and release of any deficiencies remaining on
the debts. The IRS ruled that the taxpayer did not have to issue
any Form 1099-C for reporting discharge of indebtedness
income because no identifiable event occurred as defined by
Treas. Reg. § 1.6050P-1(b)(2). The IRS ruled that the discharge
occurred as a result of state law and not any agreement between
the lender and debtors. Ltr. Rul. 200212004, Dec. 20, 2001.
EMPLOYEE BENEFITS. The IRS has suspended the filing
requirement imposed on specified fringe benefit plans by I.R.C.
§ 6039D. Employers maintaining specified fringe benefit plans
under I.R.C. § 125, dealing with cafeteria plans, I.R.C. § 127,
dealing with educational assistance plans, or I.R.C. § 137,
dealing with adoption assistance plans, have been relieved of
the r quirement that they attach Schedule F, Fringe Benefit
Plan Annual Information Return, to Form 5500, Annual
Return/Report of Employee Benefit Plan. IR-2002-43.
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HOBBY LOSSES. The taxpayers, husband and wife,
operated a horse breeding activity which the court held was not
operated with an intent to make a profit because (1) although
the taxpayers kept separate records of the activity, the records
were insufficient to form a business plan or to analyze the
business; (2) although the taxpayers had some experience with
horses and consulted some experts, the experts were not given
adequate records with which to fully advise the taxpayers; (3)
although the taxpayers spent considerable time on the activity,
most of the time was recreational; (4) the taxpayers failed to
provide evidence that the business or assets would appreciate in
value enough to offset the losses; (5) the operation had only
losses; and (6) the losses offset income from other employment.
Reimer v. Comm’r, T.C. Summary Op. 2002-26.
The taxpayer was employed as an airline pilot and spent much
of the taxpayer’s free time building and improving airplanes
built from kits. The taxpayer claimed deductions for losses
from the airplane building activity. The court held that the
losses were not allowed because (1) the activity only had
losses, (2) the taxpayer did not have a business plan to make the
activity profitable, (3) the taxpayer did not keep records of the
activity other than income tax returns and flight logs, and (4)
the losses offset income frm the taxpayer’s employment.
Parker v. Comm’r, T.C. Memo. 2002-76.
INCOME .  The taxpayer was a medical doctor who entered
into an agreement with a hospital to establish a practice in the
area in exchange for a guaranteed income. The hospital agreed
to pay the taxpayer any amount needed to produce the
guaranteed minimum income and the taxpayer agreed to repay
these amounts if the taxpayer’s income exceeded the
guaranteed amount or the agreement was terminated. After
about a year, the parties executed a promissory note to cover
the payments made by the hospital. The court held that the
guarantee payments made by the hospital were loans and not
gross income to the taxpayer because the amounts were always
intended to be repaid. Rosario v. Comm’r, T.C. Memo. 2002-
70.
MEDICAL DEDUCTION . The IRS has ruled that it will
allow a personal medical deduction (subject to the 7.5 percent
of adjusted gross income limitation)  for expenses, except for
diet foods, relating to a weight loss program used to treat a
diagnosed medical condition. The ruling applies for 2001 and
tax years for which an amended return is still allowed. Rev.
Rul. 2002-19, I.R.B. 2002-16.
NET OPERATING LOSSES. The taxpayers timely filed
their 1992 income tax return and included the second page of
Form 1045, Application for Tentative Refund, which showed
the calculation of a net operating loss for 1992. The taxpayer’s
accountant also spoke with an IRS agent about the net
operating loss carryback. The taxpayers did not otherwise file
for a refund based on the carryback of the net operating losses.
The taxpayers argued that the page two of Form 1045, the
accountant’s call, and the provisions providing for carryback of
NOLs were sufficient to give the IRS informal notice of their
intent to carry the NOLs back to previous tax years. The court
held that these items were insufficient to give informal notice
and the period for claiming the refund had lapsed. Sumrall v.
Comm’r, T.C. Memo. 2002-78.
PARTNERSHIPS-ALM  § 7.03.*
CONTRIBUTIONS OF STOCK OF A PARTNER. The IRS
has adopted as final regulations governing situations where a
corporation acquires an interest in a partnership that holds stock
in that corporation (or the partnership subsequently acquires
stock in that corporation in an exchanged basis transaction), the
partnership does not have an election under I.R.C. § 754 in
effect for the year in which the corporation acquires the
interest, and the partnership later sells or exchanges the stock.
In these situations, the increase (or decrease) in the
corporation's adjusted basis in its partnership interest resulting
from the sale or exchange of the stock equals the amount of
gain (or loss) that the corporate partner would have recognized
(absent the application of I.R.C. § 1032) if, for the taxable year
in which the corporation acquired the interest, a section 754
election had been in effect. The purpose of the regulations
cannot be avoided through the use of tiered partnerships or
other arrangements. For example, the regulations provide that if
a corporation acquires an indirect interest in its own stock
through a chain of two or more partnerships (either where the
corporation acquires a direct interest in a partnership or where
one of the partnerships in the chain acquires an interest in
a oth r partnership), and gain or loss from the sale or exchange
of the s ock is subsequently allocated to the corporation, then
the bas s of the interests in the partnerships included in the
chain are to be adjusted in a manner that is consistent with the
purpos  of the regulations. 67 Fed. Reg. 15112 (March 29,
2002), adding Treas. Reg. § 1.705-2.
.PASSIVE ACTIVITY LOSSES. The IRS has explained the
effect under I.R.C. § 469 of a deemed sale of property on
January 1, 2001, pursuant to a mark-to-market election under
Section 311(e) of the Taxpayer Relief Act of 1997. In a
technical correction to Section 311(e), section 414(a)(2) of the
Job Creation and Worker Assistance Act of 2002 clarifies that a
mark-to- market election is not a disposition for purposes of
I.R.C. § 469(g)(1)(A). Thus, gain included in gross income by
reason of a mark-to-market election may be passive activity
gross income that can be offset by passive activity deductions,
but the election does not otherwise affect the determination of
the passive activity loss that is disallowed under I.R.C. § 469.
Notice 2002-29, I.R.B. 2002-__.
PENSION PLANS. Prior to March 2002, interest rates used
by pension plans to calculate current liability for purposes of
determining the full funding limitation of I.R.C. § 412(c)(7)
and the required contribution under I.R.C. § 412(l) must be
within a permissible range around the weighted average of the
interest rates on 30-year Treasury securities during the four-
year period ending on the last day before the beginning of the
plan year. Effective for March 2002, the IRS will determine
and publish the rate of interest on 30-year Treasury securities
solely on the basis of the monthly average of the daily
determination of yield on the 30-year Treasury bond maturing
in Febr ary 2031, pending the enactment of law changes to
I.R.C. §§ 412 and 417 that address the discontinuance of the
30-year Treasury bond.  The IRS has determined that the rate of
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interest on 30-year Treasury securities for February 2002 is
5.40 percent; this rate is the average of the 30-year Treasury
Constant Maturity interest rate determined each day through
February 18, 2002, and the yield on the 30-year Treasury bond
maturing in February 2031, determined each day for the
balance of the month.  For plan years beginning in 2002 and
2003, Section 405 of the Job Creation and Worker Assistance
Act of 2002 (Pub. L. 107-147) amended I.R.C. § 412(l)(7)(C)
to provide that the permissible range is extended to 120
percent. The IRS has announced the revised interest rates for
2002 based on these changes and the April 2002 rates (which
remain the same as March 2002 due to the changes noted
above):
Weighted 90-120% 90-110%
Month                     average             range                   range
January 2002 5.71 5.14-6.85% 5.14-6.28%
February 2002 5.70 5.13-6.84% 5.13-6.27%
March 2002 5.69 5.12-6.83% 5.12-6.26%
April 2002 5.69 5.12-6.83% 5.12-6.26%
Notice 2002-26, I.R.B. 2002-__; Notice 2002-28, I.R.B. 2002-
15.
SELF-EMPLOYMENT TAX . The taxpayers operated a
retail business and failed to report or pay self-employment tax
on the business income. The taxpayer argued that the tax
infringed upon the taxpayer’s First Amendment right to the free
exercise of religion. The court held that the assessment of self-
employment tax did not infringe on the taxpayer’s free exercise
of religion. Gage v. Comm’r, T.C. Memo. 2002-72.
The taxpayer owned a business and provided space for video
games in exchange for a fee. The IRS ruled that the fee was
self-employment income. Ltr. Rul. 200212027, Jan. 10, 2002.
The taxpayers were partners in a partnership which leased
Keno lottery equipment to various organizations. The
partnership handled the leasing of the equipment and
maintenance of the bank accounts used to pay the winnings and
income to the leasing organizations. The court held that the
partnership’s involvement with the keno leases was a trade of
business and that the taxpayers’ share of the partnership income
were subject to self-employment tax. Bennett v. Comm’r,
T.C. Memo. 2002-83.
TAX SHELTERS. The taxpayer, an owner of an
equipment rental company, invested in a partnership which
developed and operated jojoba farms. The taxpayer claimed tax
losses more than double the initial investment in the first tax
year and additional losses in following years. The losses were
disallowed because the partnership was held to be a sham tax
shelter. The issues in this case were whether the taxpayer was
liable for the negligence component of the accuracy-related
penalty and whether the IRS should have waived the
understatement of tax component  of the accuracy-related
penalty. The court ruled that it was unreasonable for the
taxpayer to not have sought expert tax advice before claiming
substantial and accelerated tax losses more than double the
initial investment. Wiest v. Comm’r, T.C. Summary Op.
2002-32.
TRUSTS. The taxpayers transferred their two sole
proprieto ship businesses to a trust. The taxpayers had all
income and expenses run through the trust and filed personal
income tax returns without reporting that income. The court
held that the trust was a sham and that all income and expenses
were treated as personal to the taxpayers. The appellate court
affirmed in a decision designated as not for publication.
Barmes v. Comm’r, 2002-1 U.S. Tax Cas. (CCH) ¶ 50,312
(7th Cir. 2002), aff’g,  T.C. Memo. 2001-155.
 SECURED TRANSACTIONS
PRODUCER’S LIEN. The debtor was a processor of rice
and had purchased a variety of rice grown by a producer in one
crop year. The debtor also purchased rice from other producers
but commingled rice only of the same variety and only if
produced in the same crop year. Thus, the producer’s rice was
commingled by the debtor with the same variety of rice
produced by other producers in that same year. The producer
claimed a producer’s lien in all of the rice held by the debtor to
secure the rice sold to the debtor but not paid for. The court
interpreted Calif. Food & Agric. Code §§ 55631, 55634 as
providing a producer’s lien to the extent (1) a producer’s crop
is held separately by the buyer or (2) of the same crop held by
the buyer if commingled with similar crops. Thus, the court
held that the producer’s lien extended to all the rice held by the
debtor which was of the same variety and grown in the same
crop year and commingled with the producer’s crop. Because
the oth r varieties of rice and rice from other crop years were
segr gated by the debtor from the producer’s crop, the
producer’s lien did not extend to rice of other varieties or from
other crop years. In re California Pacific Rice Mill, Ltd., 265
B.R. 237 (Bankr. E.D. Cal. 2001).
IN THE NEWS
The Nebraska Supreme Court has ruled that agricultural land,
under state law, is to be valued for property tax purposes at fair
market value - and that FMV is to be determined by
comparable sales, irrespective of the fact that nearby land in the
instant case had been sold to Ted Turner for inflated values.  A
pending bill in the Nebraska legislature, LB 600, would change
the basis of agricultural land valuation from the prevailing
market value to its income producing capability.  ____ v. ___,
263 Neb. 499 (2002).
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PRINCIPLES OF AGRICULTURAL LAW
by Roger McEowen & Neil E. Harl
This comprehensive, annotated loose-leaf textbook is ideal for instructors, attorneys, tax consultants, lenders and
other professionals who teach agricultural law courses in law schools or at the junior college or university levels.
The book contains over 1000 pages plus an index, table of cases and glossary. The chapters include discussion of
legal issues, examples, lengthy quotations from cases and review questions.
TABLE OF CONTENTS
Chapter 1:  Introduction
Chapter 2:  Contracts
Chapter 3:  Secured Transactions
Chapter 4:  Negotiable Instruments
Chapter 5:  Bankruptcy
Chapter 6:  Income Tax Planning and
Management
Chapter 7:   Real Property
Chapter 8:   Estate Planning
Chapter 9:   Business Planning
Chapter 10:  Cooperatives
Chapter 11:  Civil Liabilities
Chapter 12:  Criminal Liabilities
Chapter 13:  Water Law
Chapter 14:  Environmental Law
Chapter 15:  Regulatory Law
Glossary
Table of Cases
Index
Updates are published every August and December to keep the Principles current with the latest developments and are
available at $45 per year.
For your copy, send a check for $100 to Agricultural Law Press, P.O. Box 50703, Eugene, OR 97405.
AGRICULTURAL LAW MANUAL
by Neil E. Harl
This comprehensive, annotated loose-leaf manual is an ideal deskbook for attorneys, tax consultants, lenders and
other professionals who advise agricultural clients.  The book contains over 900 pages and an index. The Manual is
particularly strong in the areas of federal income and estate taxes, farm bankruptcy, and farm business planning.
TABLE OF CONTENTS
Chapter 1:  Farm and Ranch Liability
Chapter 2:  Environmental Law Relating to Farms
and Ranches
Chapter 3:  Agricultural Labor
Chapter 4:  Income Tax and Social Security
Chapter 5:  Estate Planning: Death-Time Transfers
Chapter 6:  Gifts and Federal Gift Tax, Installment Sales
and Private Annuities
Chapter 7:  Organizing the Farm or Ranch Business
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 Production, Shipment and Sale
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 Shipment and Sale
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Chapter 13:  Commercial Law Applicable to Farms
and Ranches
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Index
As a special offer to Digest subscribers, the Manual is offered to new subscribers at $115, including at no extra charge
updates published within five months after purchase. Updates are published every four months to keep the Manual current
with the latest developments. After the first free update, additional updates will be billed at $100 per year or $35 each.  For
your copy, send a check for $115 to Agricultural Law Press, P.O. Box 50703, Eugene, OR 97405.
Satisfaction guaranteed; 30 day return privilege on both publications.
